
COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: Stephen H. Bryant, President 

 

RR-DTE-2:  Can you provide the number of employees lost through early retirement 
and severance since 1997? 

 
 
Response: Table RR-DTE-2 below indicates the number of severances and early 

retirements for 2000-2004.  Due to changes in the human resources 
information system, 1997-1999 are not readily available. 

 
Table RR-DTE-2 

 
 

  Severance    Early Retirement  
Year Non Union Union Non Union Union 
2004 0 0 3 9 
2003 4 1 3 7 
2002 40 1 17 8 
2001 16 0 1 8 
2000 39 0 1 2 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: Danny G. Cote, General Manager 

 

RR-DTE-17:  Provide explanation of cause of the dip in 2002 - supply a graph that 
separates new and replacement service lines. 

 
 
Response: 

A) See Attachment RR-DTE-17 for the bar chart and data supplement. 
You will note that the chart separates new and replacement main from 
1998-2004.  The dip in 2002 appears to be attributed to a decrease in 
the level of activity for both growth and replacement.  After further 
review of each service area (Brockton, Springfield, Lawrence) the data 
reflects that growth decreased in all 3 locations however Brockton’s 
growth activity reduced most significantly.  This could be attributed to 
the economic factors within the local economy and reduced housing 
starts for that year. Additionally, the Company reduced it’s sales staff 
which could also be a contributing factor for reduced growth 
installations.                                                                                       
Springfield and Brockton’s replacement activity decreased; however 
you will also note that Lawrence’s main replacement activity increased 
and doubled from the previous year, 2001. These increases and 
decreases in main replacement are driven by the road and bridge 
reconstruction for the local areas. As the State D.O.T. and 
municipalities increase or decrease their road and bridge 
reconstruction; main replacement activity moves proportionally.  

 
B) Please see Attachment RR-DTE-17 for the graph of New and 

Replacement Services in Massachusetts 1998 to 2004. Service 
activity will move up or down for the same reasons that main activity 
does noted above. 
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RR-DTE-17 
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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: Lawrence Kaufmann, Consultant 

 

RR-DTE-27:  Refer to the Company’s response to DTE15-21.  The Company stated 
that possibly the efficiencies Bay State registered under the rate freeze 
period would not be manifested as a lower cost function intercept.  Please 
discuss why the Company has not considered a slope-dummy variable 
(instead of a dummy intercept variable) to isolate the rate freeze period 
effect on the O&M costs.  

 
Response: To investigate this issue, we investigated an econometric specification 

that included a variable that was equal to the time trend variable included 
in our model multiplied by a PBR dummy variable for Bay State Gas.  The 
coefficient on this variable was equal to -0.16%, but it was not quite 
statistically significant.  For the results of this regression, see Attachment 
RR-DTE-27. 
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                                                                Bay State Gas
                                                                DTE 05-27
                                                                Attachment RR-DTE-27

***************************************************************************
                          GAUSS Data Export Facility
***************************************************************************

Begin export... 
Export completed 
Number of cases in GAUSS data set:                416.000 
Number of cases written to foreign file :        416.000 
Number of variables written to foreign file :     29.000 
  
********************************************************************************
  
 Date:  7/11/05 ****    SUR ESTIMATION RESULTS   ****   Time: 17:18:41
  
                        OUTPUT FILE:C:\work\BAYSTATE\results\DR_05aa
  
                            DATA FILE:C:\work\BAYSTATE\bench03F.xls
 
********************************************************************************
  
  
                                DEFINITIONS OF OUTPUT VARIABLES:
   
                                        Y1 is number of customers.
 
                                        Y2 is Total deliveries.
  
  
                                DEFINITIONS OF BUSINESS CONDITION VARIABLES:
   
                                        Z1 is % of non-iron and steel in Dx miles
    
                                        Z2 is Number of Electric Customers
    
                                        Z3 is northeast dummy variable
    
                                        Z4 is Miles of Distribution Main
    
                                        Z5 is Bay State Pbr dummy times trend (dummy slope var)
 

file:///N|/Discovery/Final/Week%207%20July%209%20-%...-05/RRs/Set%201%20Closed/Attachment%20RR-DTE-27.txt (1 of 5)7/13/2005 8:48:05 PM



file:///N|/Discovery/Final/Week%207%20July%209%20-%20July%2016/07-13-05/RRs/Set%201%20Closed/Attachment%20RR-DTE-27.txt

                                        Model includes time trend.
 
 
                    Time period used: 1994 through 2003
  
  
                    k = nadd10

***************************************************************************
                          GAUSS Data Import Facility
***************************************************************************

Begin import... 
Import completed 
Number of rows in input file:                 430 
Number of cases written to GAUSS data set:     430 
Number of variables written to GAUSS data set:  60 
  1 
416 
===============================================================================
 SEEMINGLY UNRELATED REGRESSION WITH HETEROSKEDASTICITY    7/11/2005   5:18 pm
===============================================================================
                    Data Set:  C:\work\BAYSTATE\Temp_3.dat                     
-------------------------------------------------------------------------------

DIVISOR USING N IN EFFECT
RESTRICTIONS IN EFFECT 

        ITER. # =    0    LOG OF DETERMINANT OF SIGMA =     2.89346466
        ITER. # =    1    LOG OF DETERMINANT OF SIGMA =     2.88331777
        ITER. # =    2    LOG OF DETERMINANT OF SIGMA =     2.88270496
        ITER. # =    3    LOG OF DETERMINANT OF SIGMA =     2.88266995
        ITER. # =    4    LOG OF DETERMINANT OF SIGMA =     2.88266797
        ITER. # =    5    LOG OF DETERMINANT OF SIGMA =     2.88266786
        ITER. # =    6    LOG OF DETERMINANT OF SIGMA =     2.88266786
        ITER. # =    7    LOG OF DETERMINANT OF SIGMA =     2.88266786
        ITER. # =    8    LOG OF DETERMINANT OF SIGMA =     2.88266786

                   -----------------------------------
                              Equation:   1 
                      Dependent variable:         C
                   -----------------------------------

     Total cases:              416    Valid cases:                    416
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     Total SS:             368.757    Degrees of freedom:            ----
     R-squared:              0.909    Rbar-squared:                 0.907
     Residual SS:           33.477    Std error of est:             2.447
     Durbin-Watson:          0.347

                    Estimated         Standard                      Prob 
     Variable      Coefficient          Error         t-ratio       >|t| 
     --------------------------------------------------------------------
     CONST          6.85541973       0.02412655      284.144       0.0000 
     WL             0.57090400       0.00519622      109.869       0.0000 
     Y1             0.48519227       0.06580849        7.373       0.0000 
     Y2             0.11974479       0.05185677        2.309       0.0214 
     WLWL          -0.20266881       0.04574431       -4.430       0.0000 
     Y1Y1          -0.10071367       0.10262813       -0.981       0.3270 
     Y2Y2          -0.06157263       0.14911629       -0.413       0.6799 
     WLY1          -0.04302425       0.01266963       -3.396       0.0008 
     WLY2           0.02411454       0.01375243        1.753       0.0803 
     Y1Y2           0.10625201       0.12094863        0.878       0.3802 
     Z1            -0.37415641       0.06839807       -5.470       0.0000 
     Z2            -0.01232182       0.00162943       -7.562       0.0000 
     Z3             0.07954115       0.01088194        7.309       0.0000 
     Z4             0.27339250       0.05767021        4.741       0.0000 
     Z5            -0.00161181       0.00126035       -1.279       0.2017 
     TREND         -0.01212843       0.00338809       -3.580       0.0004 
     K             -0.11383481       0.01667623       -6.826       0.0000 

                   -----------------------------------
                              Equation:   2 
                      Dependent variable:        SL
                   -----------------------------------

     Total cases:              416    Valid cases:                    416
     Total SS:               8.878    Degrees of freedom:            ----
     R-squared:              0.110    Rbar-squared:                 0.112
     Residual SS:            7.899    Std error of est:             1.773
     Durbin-Watson:          0.491

                    Estimated         Standard                      Prob 
     Variable      Coefficient          Error         t-ratio       >|t| 
     --------------------------------------------------------------------
     CONST          0.57090400       0.00519622      109.869         +DEN 
     WL            -0.20266881       0.04574431       -4.430       0.0000 
     Y1            -0.04302425       0.01266963       -3.396       0.0007 
     Y2             0.02411454       0.01375243        1.753       0.0803 
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     -------------------------------------------------------------------- 
                       MEASURES OF GOODNESS-OF-FIT
     -------------------------------------------------------------------- 
  
                        AN UNCENTERED SYSTEM R-SQUARE          0.905 
   
                        A CENTERED SYSTEM R-SQUARE             0.912 
   
    
                The results from the test of the null hypothesis that all slope
     coefficients in all equations are simultaneously equal to zero.
    
                        Test statistic                 Prob > t 
                                ----------------------------------------
                          1010.700                   0.0000 
  

     -------------------------------------------------------------------- 
                    VALIDATION OF REGULARITY CONDITIONS
     -------------------------------------------------------------------- 
  
                                Monotonicity of the Estimated Cost Function
 
                The number of observations for which each of the following
         predicted cost share is nonpositive is listed below
  
                   Labor           Materials
                      0               0 
                   (0.00 %)        (0.00 %)
  
  
                                Concavity of the Estimated Cost Function
  
The number of the observations for which the condition that the matrix of
second order partial derivatives of the cost function with respect to input
wages is negative semi-definite holds:  
                                              416   (100.00 %)
  
  
                                Quasi-Concavity of the Estimated Cost Function
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The number of observations for which the condition that the cost function is
strictly quasi-concave in input prices holds:
                                              416   (100.00 %)
  
  
                                Second Order Condition for Cost Minimization
  
The number of the observations for which the condition that the bordered
Hessian is negative definite holds:
                                              416   (100.00 %)
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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: Lawrence Kaufmann, Consultant 

 

RR-DTE-28: a) Refer to the econometric cost model at Exh. BSG/LRK-2.  Please 
indicate whether the Company estimated a variable short-run cost 
function (together with the input share equations).  If yes, please explain 
the advantages and disadvantages of estimating a short-run cost function 
vs. long-run cost function in evaluating cost performance of utilities for 
rate making purposes; 

 
b) Please indicate whether the Company estimated a variable short-run 
cost function in the econometric cost study performed in Boston Gas, 
DTE 03-40; 
 
c) If answers in part a) and b) are different, please explain why. 

 
 
Response:   

a) Yes, Pacific Economics Group (PEG) estimated a short-run cost 
model, along with the labor input share equation.  In the current 
context, the main advantage of estimating a short-run function is that 
it does not require estimates of capital costs.  This is also the main 
disadvantage of estimating a long-run cost function.  The main 
advantage of estimating a long-run cost function is that it potentially 
leads to an evaluation of a utility’s comprehensive cost performance.  
Short-run cost functions evaluate only operation and maintenance 
cost performance, which is their main disadvantage. 
 

b) We did not estimate a short-run cost function for Boston Gas in D.T.E. 
03-40. 
 

c) The differences between the cost models examined for Boston Gas 
and Bay State were explained in detail in my oral testimony on July 8, 
2005. 

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-35:  Provide December 2004 sale/leaseback agreement (if there is one) for 
Itron devices, as mentioned in D.T.E. 5-26. 

 
Response: Please refer to Attachment RR-DTE-35 for a copy of the sale/leaseback 

agreement. 
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COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-36:  Re:  Exh. BSG/JES-1, Sch. JES-7; provide an estimate of retirements (in 
main accounts) after the test year that would reduce plant additions, 
comparable to the main additions that Mr. Skirtich is proposing to be 
included in rate base not yet closed to a plant accounts.  Recompute test 
year depreciation. 

 
 
Response: Please see Table RR-DTE-36 below. 
 
 

TABLE RR-DTE-36 
 
(Page 18, Ln 5, 2004 Annual 
Report)  Additions Retirements Percentage   
    (1)  (2)  (3 = 2 / 1 )   
           
Account 367 Mains    14,454,515  1,457,655  10.08%   
           
           
           
Description  Gas Plant  Accumulated  Accrual  Depreciation   
  Account   Plant  Rate  Expense  Reference
  (1)  (2)  (3)  (4 = 2 x 3)  (5) 
     $  %  $   
           
Mains: Plastic   367  1,053,621  2.17  22,864  WP-JES 7, Page 2, Ln 20
                
Retirement Percentage     10.08%         
           
Estimated Retirements    106,205  2.17  2,305   
           
Depreciation        20,559   
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-37:  Reconcile $3,199,694 on Sch. JES-6, p. 9 of 20.  Is the expense an 
increase or decrease from test year level, and by how much? 

 
Response: Bay State’s filed for level is lower than the per book amount by $12,133.  

Please see Table RR-DTE-37 below. 
 
 
 

Table RR-DTE-37 
 
 
  

       
ln.       
No. Description    Amount

      ($) 
       

1 Gross Accrual          9,549,525  
2 Special Accrual            245,169 
3 Total Bad Debt Expense related to Gas Revenue       9,794,694  
4 Less Bad Debt transferred to CGAC         6,595,000 
5 Bad Debt related to Distribution Service Per Books       3,199,694  
       

6 Amount included in Filing (JES-6, Pg. 9 Ln. 11)     10,305,726  
7 Amount transferred to CGAC (JES-4, Col. 32, Ln. 19)       7,118,165 
8 Bad Debt related to Distribution Service Per Filing       3,187,561  
       

9 Difference (Line 8 less Line 5)            (12,133) 
 
 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-41:  Reconcile D.T.E. 16-4 with Sch. JES-15, line 1, December 2003 materials 
and supplies balances:  $3,157,952 in D.T.E. 16-4 with $3,075,595 on 
Sch. JES-15, line 1. 

 
Response: Sch. JES-15, line 1 includes the following from the 2003 Annual Report to 

the D.T.E. 
 

       $ 
        
Page 24, Line 4, Materials & Operating Supplies (Account 154)  3,157,952 
        
Page 24, Line 5, Merchandise (Account 155)   60 
        
Page 24, Line 10, Stores Expense (Account 163)   (82,419)
        
Total December, 2003      3,075,593 

 
  



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-42:  Identify the plant held for future use in  D.T.E. 16-5.  What is the plant 
held for future use shown for 1997-2001; explain the nature and 
description of the plant. 

 
Response: A parcel of land was held from the sale of the Westborough office building 

and land sale.  This parcel was located near the access road to the 
Westborough facility.  The purpose of this land was to site a new building 
for Energy USA at a future date.  In 2001 it was discovered, that at the 
time of the closing on the building and land sale, the property could not be 
separated and the entire property was sold.  That information was not 
passed on to the Plant Accounting department so the land remained in 
account 104 until 2001.  In 2001 the land was written off as a loss on the 
sale of plant assets.   

 



COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE D.T.E. 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-DTE-43:  Provide Attachments A and B as referred to in the Company’s response 
to Information Request DTE-16-7. 

 
Response:  
 
  Please see Attachment RR-DTE-43. 











COMMONWEALTH OF MASSACHUSETTS 
DEPARTMENT OF TELECOMMUNICATIONS AND ENERGY 

 
RESPONSE OF BAY STATE GAS COMPANY TO  

RECORD REQUESTS FROM THE MASS OILHEAT COUNCIL 
D.T.E. 05-27 

 
Date: July 13, 2005 

 
Responsible: John Skirtich, Consultant (Revenue Requirements) 

 

RR-MOC-01:  Reconcile MOC 1-4 with MOC 1-1 re trade ally expenses:  $11,609 v. 
$2,000. 

 
Response: MOC-01-01 includes both the $11,609 and the $2,000.  The $11,609 is 

listed as Other Trade Ally Expenses, which are broken out in detail, and 
the $2,000 is listed as Contractor Incentives.  The $2,000 in MOC-01-04 
only includes contractor incentives.  There were no expenses related to 
the other categories listed in the request (advertising subsidies, training, 
rebates and equipment giveaways) in 2004. 
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